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‘The Politics of International Tra 
* 


Mg. Jacosy: This presidential election year is a year of decision in 

American relations with the rest of the world. Every one of us has a stake 
in the decisions that are going to be made. You, Coons, as an international 
economist for twenty-five years, served as a member of the Reparations 
Mission to Japan during 1945 and 1946, and you, Letiche, as a member 
of the department of economics of the University of California at 
Berkeley, have just completed a study of the Reciprocal Trade Agree- 
nents in the world economy, published by the ig eS Endowment for 
nternational Peace. 
_The present crisis in Berlin demonstrates the enormous importance of 
nternational trade. There, Russia is trying to bring all of Berlin and 
ultimately all of Western Europe under her heel by blocking the normal 
novement of food and fuel to the people of a great city. Russia hopes that 
his blocking of international trade will do what would otherwise require 
he power of a vast army and air force. The iron curtain drawn by Russia 
yetween Eastern and Western Europe is now costing American taxpayers 
illions of dollars a year. 


Mg. Lericue: There is no question that not only is the deadlock of east- 
vest European trade being financed by American consumers but the en- 
ire success of the Marshall program—the Economic Recovery Adminis- 
ration Act of 1948—is contingent upon the successful resumption of east- 
vest trade. Wheat, meat, timber, coal, oil, and some minerals come from 
he countries now in the Soviet orbit. Now, although no one as yet has 
hown it—it may well be that no one could show—a practical and mutual- 
y satisfactory trading code could be framed for the economic relations 
etween a state-trading and free-enterprise economy. Yet, there is no 
eason why we could not continue trade on ad hoc arrangements. If we 
just quarrel with the Russians, there are much more important reasons 
or doing so than those that arise out of straight policy in trade measures. 
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If we could only agree reasonably well politically, then I think that wy 
could work out tolerable trade relations between the Soviet orbit and thy 
rest of the world, even though they may still be economically unsatis: 
factory. 


Mr. Coons: As I see it, we should not cut off our own noses to spite oui 
faces. Our vexation with Russia during the past year has been tremendous 
and there have been many people in this country who have argued tha 
we close off all trade with Russia ourselves; but they have forgotten tha 
we are drawing from the Russian economy considerable quantities c 
manganese, chrome, platinum, and other critical and strategic raw mate 
rials that are important for our own system of defense and preparatios 


for war. With reference to east-west trade in Europe and its importan 
for the progress of Western Europe and for our economy as a whole, i 
seems to me that we ought to recognize that trade is one item in 
development of a free world. Our economic policy is not imperialistic 
It is not developed to create a whole series of dependent states in economii 
vassalage to us, as Russia tends to create states dependent upon her; out 
policy is to strengthen economies in the nontotalitarian world, so that thes 
can support more largely their own defense and participate in developin1 
the kind of world we want to live in. We believe in equality of treatmerm 
in trade relations, while the totalitarian powers develop discriminatin) 
systems. We cannot effectively change conditions beyond the iron curtairt 
but we can affect importantly the balance of the world economy. 


Mr. Jacosy: Then it would appear that both the ultimate success of thr 
Marshall Plan and the solution to the Berlin crisis depend in the end upo> 
the restoration of normal trading arrangements. 


Mr. Coons: As I see it, yes. 


Mr. Jacosy: Coming, then, to the United States, someone may sae 
international trade is vital to the European countries which are muc: 
smaller in area than the United States, but, after all, only between 3 and. 
per cent of American gross national production is exported and a some 
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what lesser per cent imported; therefore, trade is not vital to the United 
States. Does that view overlook some important facts? 


Mk. Lericne: I think that that argument is specious. Why not examine 
even a depression year, such as 1933? The United States exported more 
than 50 per cent of its cotton, 41 per cent of its refined copper, 53 per cent 
of its gummed resin, 30 to 40 per cent of its motor trucks and parts, air- 
craft engines, leaf tobacco, lead, and dried fruits, and up to 30 per cent of 
its industrial, electrical, agricultural machinery, iron and steel manufac- 
ture, industrial chemicals, office appliances, wheat, oranges, apples, and 
pears. Perhaps even more important is the fact that we should not con- 
sider the relation of our exports, say, to our total production of goods and 
services—the gross national product, as it is called—but the relation of our 
trade to the total trade of the world. In that setting our exports in 1946 and 
1947 were close to 30 per cent of total world exports. 


Mk. Coons: From the standpoint of those of us who live in California 
he export of fresh and dried fruits is very important—motion-picture 
aims too—and from the standpoint of those who live in the southern 
section of the United States, cotton as an export is a vital factor in eco- 
momic well-being. Let us not forget that certain industries, say, for 
sxample, the typewriter industry, have depended upon a very large per- 
sentage of exports in certain years. Letiche has already mentioned the 
yutomotive field as being important. 

Mr. Jacosy: You have mentioned certain United States industries that 
1eed foreign markets, but is it not also true that the United States needs 
rom the rest of the world a number of very critical commodities? 


Mr. Coons: Yes. We are not independent in all those materials that are 
sential to defense and war. We really are dependent on other countries 
or many essential materials. There was a list prepared a year or two ago 
yy the Army and Navy Munitions Board of fifty-three items which were 
uitable for stockpiling. Some of the items that were in this list were 
hromite, nickel, ferromanganese, platinum, tin, industrial diamonds, 
uartz, crystals, lead, copper, mercury, tungsten, zinc, vanadium, anti- 
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mony, and mica. Then there are certain industries in which we have 
partial dependence anyway, such as in petroleum, which is growing, ana 
in arsenic and in the field of iron ores. The new world of atomic energ? 
calls to our importance columbite and cobalt and the minerals that yield 
uranium, like carnotite and pitchblende and also thorium. We mus; 
maintain a trading system so that these materials can flow toward us 


Mr. Jacosy: It is perfectly clear that the United States cannot live alonn 
and like it if we propose to operate a highly geared industrial economa 
that makes use of all the advances in technology. American economii} 
policy is a cornerstone of world prosperity because our weight in tote 
world trade is so heavy. What is over-all American economic policy; 


Mr. Coons: I suggest that you outline that for us. You were a mem 
of the Research Advisory Board of the Committee on Economic Develo 
ment, a national group of leading businessmen and corporations. 


Mk. Jacozy: The Committee for Economic Development thought har 
about the requisites for developing a world trade. It seemed to us the 
tariff policy was only one of a number of things that must be examinec 
It appeared to us that there were six major prerequisites to an expandin 
world trade and that the United States is pursuing a well-integrate: 
policy for implementing all of them. The first requisite for developi 
world trade is the emergence of world political security. 


Mr. Coons: For that we lead the way in developing the United Nation 
Now, although much must be done to make this a more satisfying worl 
security system, it is in accord with our political traditions of developin 
political agencies by a process of reason and consent. Furthermore, 
are now developing our military power to strengthen our capacity 
support the United Nations or regional security arrangements that ar 
permitted within the United Nations Charter. So I think that we as 
working on the security angle there. 


Mk. Jacosy: The second point that we thought requisite were steps t1 
maintain high employment and stable prices in the United States. 
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Mk. Lericue: I think that that is where most of the work has yet to be 
one. We did pass the Employment Act of 1946, but for the successful 
mplementation of our foreign-trade policies there is no question that the 
reatest thing which the United States can do is to maintain stable and 
igh levels of income and employment at home, because the level of our 
nports and exports is predominantly dependent upon the level of our 
wn domestic production, on one hand, and the level of production of 
ur most important buyers, on the other. 


Mk. Jacosy: The third factor that we thought underlay effective world 
‘ade was dependable currency and stable exchange rates. 


Mr. Coons: I would simply cite the development of the International 
Aonetary Fund and the World Bank on this point to show the integrity 
£ the American policy. 

Mk. Jacosy: The fourth point was that we must work out the problem 
f trading between private-enterprise economies like the American one 
ad state monopolies like those that Russia has. 


Mk. Leticue: Now this is a crucial problem, and as yet a formal solu- 
on has not been achieved. In the International Trade Organization we 
id include in the Charter provisions whereby trade would be furthered 
etween free-enterprise economies and completely state-controlled 
-onomies. If the state-controlled countries play a minor role in the world 
ade, then their trading method is of minor importance. Surely at this 
pint in history whether or not trading measures maximize the economic 
elfare of the countries is of secondary importance as compared to 
ether or not they lead to tension, friction, and quarrels. Now the Soviet 
inion in the past was not a major factor in world trade. In 1946 its im- 
orts amounted to only 3.2 per cent of total world imports, and its exports 
1.3 per cent of total world exports. If we take all the countries in the 
viet orbit, in 1946, they conducted about 5 per cent of the total world 
ports. Whereas trade with the countries having United States Recipro- 
| Trade Agreements was close to 80 per cent of world exports, and the 


me thing is true on the import side. 
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Mr. Jacosy: I take it, then, that you feel that it will be possible ta 
integrate the Soviet economy with a world system of trade that is pre: 
dominantly on a free-enterprise basis. 


Mr. Lericue: I would not put it that way perhaps for the reason thatt 
with all deference to Prime Minister Stalin’s statements of the possibility 
of collaboration and all of Pravda’s exhortations, we have yet seen no con 
crete willingness on the part of the USSR to participate in any of the 
international economic organizations, be it a fund, the bank, or the ITO) 
Yet, during the war period we did have tolerable trade arrangements wi 
them, and, I think, on that line something could be worked out, if it 
would be political. | 


Mr. Jacosy: A fifth prerequisite to the establishment of greater worlc 
trade is, of course, the economic rehabilitation of Britain and Europe. 


Mr. Coons: We have done a good bit along that line. Perhaps we have 
done more than any nation in history has done in the financial and eco 
nomic assistance to other countries. Look at Lend-Lease, our participatio 


in UNRRA, the British loan, and the Marshall Plan. All these have con 
tributed in the direction of an over-all policy. 


Mk. Jacosy: Finally, as a prerequisite to international trade, we mus 
have—it seemed to the CED group—a reduction in trade barriers. Here 
again we have taken action. 


Mr. Lericue: Yes. Not only have we inaugurated the Reciprocal Tradd 
Agreement program in 1934 but by 1939 roughly 60 per cent of Unitec 
States foreign trade was conducted with trade-agreement countries; an 
recently, we have signed a general agreement on tariffs and trades—ona 
hundred and twenty-three agreements among twenty-three countries— 
perhaps the most important step forward toward establishing a reasons 
able pattern for world economic organization. 


Mr. Jacosy: It appears to me that since the war the United States ha 
done a splendid thing in pursuing an economic policy in all its branch 
for the establishment of stable currencies, economic rehabilitation, the 
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maintenance of employment, and reduction of its own tariff barriers 
which adds up and integrates into a policy for the kind of a free economic 
order that Americans want to live in. I believe that the splendor and the 
significance of this policy have not been sufficiently emphasized. 


Mr. Coons: I agree with you. I am delighted over its general consist- 
ency. One aspect of it, however, that we ought not to fail to recognize is 
that it has to a large degree been bipartisan. Of course, the pressure on the 
Democrats to support the program through the years has been somewhat 
greater. That is, their party has been in power in the Roosevelt and 
Truman administrations, but some of them have wavered just as a good 
many Republicans have supported these measures. So it may be that we 
are in the process of developing the basis for a consistent bipartisan 
Sconomic policy paralleling our foreign policy on a bipartisan basis in 
other areas. 


Mk. Jacosy: That brings us to the salient political issues of trade policy 
today. We have a presidential election coming up in November. What are 
the issues that the American voter should insist that the candidates discuss 
and take a clear position upon? It seems to me that there are probably 
hree. First, there is the administration of the Reciprocal Trade Agree- 
ments Act. Second, there is the General Tariff and Trade Agreement 
nade at the Geneva Conference. Third, there is the question of the rati- 
ication by the United States of our adherence to the International Trade 
Organization. Let us tackle those issues, and we might, first of all, notice 
what the two principal parties have said in their platforms. I am reading 
he Democratic party platform. It says: “We pledge ourselves to restore 
he Reciprocal Trade Agreements Program formulated in 1934 by Secre- 
ary of State, Cordell Hull, and operated successfully for fourteen years 
intil crippled by the Republican Eightieth Congress. Further, we strong- 
y endorse our country’s adherence to the International Trade Organiza- 
ion.” The Republican platform is a little bit more guarded in its wording. 
Jere is what it says: “At all times safeguarding our own industry and 
griculture and under efficient administrative procedures for the legiti- 
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mate consideration of domestic needs, we shall support the system o 
reciprocal trade and even encourage international commerce.” Letiche 
you have made a careful study of the Reciprocal Trade Agreements Act 
Has it reduced trade barriers? 


Mr. Lericue: Yes, the Reciprocal Trade Agreements Act certainly h 
reduced trade barriers. For example, just before the war more than thre 
thousand concessions had been granted to us covering approximatel1 
75 per cent of our exports of agricultural products and about 50 per ce: 
of our exports of industrial products. On the average for the years 193 
and 1939 as compared with the year, say, 1934 and 1935, total exports te 
trade-agreement countries increased 63 per cent, while exports to nom 
agreement countries increased only 31.7 per cent. Total agricultural e 
ports during this period remained practically unchanged, but agricultur 
exports to trade-agreement countries increased by approximately 50 pes 
cent, so that the agricultural exports to nonagreement countries actuallt 
decreased by 26 per cent. 


Mr. Jacosy: The Trade Agreements Act, then, clearly did increase 


markets in foreign countries for American goods. 


Mr. Leticue: There is no question at all about that. The concession: 
were obtained on industrial, electrical, agricultural machinery, aircrafi 
and steel products, shipbuilding, pharmaceuticals, automotive products— 
virtually every significant item in our export trade. 


Mk. Jacosy: How about the concessions—tariff concessions—that tha 
United States made to other countries? 


Mr. LeticHe: We imported approximately 679 million dollars of duti: 
able imports in 1939, and 62 per cent of these imports entered at rate: 
reduced by Reciprocal Trade Agreements. These provided our producer: 
and consumers with lower-priced materials and finished products. More 
than a thousand rates were lowered, stimulating such essential imports a: 
steel alloys and nonmetals, imports for which the United States is becom: 
ing increasingly dependent on foreign sources of supply. Many of these 
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nports, as Coons pointed out, have a derivative—tungsten, manganese, 
nd antimony are indispensable to our metallurgical industries, which are 
1¢ core of the industrial structure of our whole economy. 


Mk. Jacosy: In the general tariff and trade agreement that was reached 
etween some twenty-three countries at Geneva it is true that the United 
tates accelerated its program of trade-barrier reduction through the 
eciprocal Trade Agreements Act. What did this general trade and tariff 
greement do for our economy, or, perhaps, as some critics might put it, 
) our economy ? 


Mr. Coons: It seems to me that it provided us with the basis for a policy 
sat could work for a broad expanding world trading system. It said that 
‘we are going to lead the way in world trade, we have to repudiate the 
octrine of restrictive tariffs and barriers on trade. If we should lead the 
ray in the opposite direction toward restriction or do little to help pull 
own the trade walls over the world, we ourselves would be in the process 
_ promoting economic isolation. The nations would all be searching for 
sonomic self-sufficiency, which, after all, is the counsel of fear and 
ssperation. This would lead to economic warfare, and that would mean 
ss goods for all—all around. So this policy that we supported at Geneva 
dicated that we believed we should strive for economic cooperation in 
eating a broadly competitive economic internationalism by reestablish- 
and developing the world trading system. That is how it fits into the 
yer-all economic policy of the United States. 


Mr. Jacosy: Let us look at what the critics say. They say that low-cost 
reign goods will hurt American industry and take away their markets. 


there any substance to that claim? 


Mr. Coons: Why not look at the facts? What are the wages in protected 
dustries, the domestic industries, and export industries? Actually, the 
eekly earnings in 1939—as I think they are today—in the protected 
dustries such as carpets, rugs, pottery, silks and rayon, and cotton goods 
ere lowest. In domestic industries such as printing and publishing, 
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streetcars, railroads, and private building construction, wages were a little 
higher. And actually in the export industries, such as automotive machin 
ery, tools, agricultural implements, wages were highest on the list. Yet 
there is one danger. We should never use bad argument for good causes 
Say, if a country like India does have low money wages and can impor 
machinery from the United States, and know-how, it perhaps could pr 
duce steel and compete with United States exports, but the record sug; 
gests that, as long as the multi-national trading system works, our best 
customers are actually countries with high standards of living; and right 
through the recent historical period those countries which industrializ 
most are our best customers. 


Mr. Jacosy: There is another point that I think needs to be made. W 
are going through a period of price inflation here at home—a shortag 
of goods and an excessive demand. The entry into this country of foreig 
goods would help us combat price inflation and help to lead to Americam 
economic stability. 

Mr. Coons: The logic of our international economic position is that off 
demanding an increase of imports over the years that lie ahead. The logic 
of our international economic situation calls also for the development off 
imports. We must readjust ourselves to the requirements of this day in: 
the development of the American economy. 


Mr. Jacosy: There is a third great political issue that faces us this: 
election year. Should the International Trade Organization and Ameri- 
can membership in it be ratified by Congress? What does the ITO, to 
shorten its name, do? 


Mr. Leticue: I think that there is no question at all that the ITO 
probably has even greater significance in the political agreement today 
than it has in the economic. Predominantly the smaller countries through 
a trading program of this kind do not have to become appendages to any 
political power. They can develop economically and politically along the 
lines of their own choice. Now, to many of these countries the freedom of 
choice no longer exists. Everything that the United States government 
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an do to retain that freedom of choice means the preservation of our 
orm of economic organization and, I think, of Western civilization 
such. 

Mk. Jacosy: Just as the International Monetary Fund was an arrange- 

ent whereby countries agreed not to devalue their currencies without 

€ consent of an international authority, so the International Trade 
Jrganization would take over some of the powers that nations now exer- 

ise to prevent them from being exercised to hurt other countries. It is 

said that this is an instrumentality of world planning and is delivering 
control over our foreign policy to an international body. 

Mr. Coons: I do not believe that that is true. I believe that it is helping 
‘0 establish the framework within which private enterprise can live; and, 
ainless we find the ways whereby there may be an increase of trade all 
around, and this is one of the mechanisms, we may see the collapse of the 
system of free enterprise that we have known. 

Mk. Lericue: Yet, there are dangers here. One of the worst things the 

United States government could do is to offer its leadership to the rest of 
he world in a form that would appear as if we are trying to impose it 
ipon them. The dangers such as hidden dumpings and the reconciling of 
wgricultural and trade policies are crucial; although no country has ever 
geen able to refrain from mixing its principles, we must retain some 
Jegree of consistency in our general policy. 
Mk. Jacosy: Yes, it is perfectly clear that if international trade is to be 
escued from the disorganization and chaos that now exists—with any 
ountry free to slap on duties at any rate at any time, to dump its products 
nto another country, or to impose exchange restrictions—we must have 
ules, or the rebirth and growth of world trade would be impossible. 
[he rules of the game should be established, and they should be estab- 
ished by an international authority and not by nations individually. 

How would you summarize the discussion that we have had here today 
n the politics of world trade? 

Mr. Coons: I would say that the great importance of the United States 
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foreign trade in world trade—which, regrettably, many Americans do no 
realize—underlines the mutual dependence of this country and all other- 
countries, particularly those outside the Soviet orbit. We need markets 
and they need markets. Our economic and industrial production is 40 per: 
cent of world production. All right, if they go down, we suffer. If they 
improve, we gain. Their economic well-being, too, depends vitally on) 
what the volume and stability of American economic activity is. As I see? 
it, America’s commercial and economic policy, both domestic and foreign 1 
over-all, is fundamental to world prosperity and is one of the corner-- 
stones of world peace. 


Mr. Leticue: It seems to me that, compared to the inter-war period, 
the new Reciprocal Trade Agreements and the Havana Charter are well. 
designed to provide a code and institutions, appropriate international . 
economic order under which men can live in peace and well-being.. 
I think that it must be Europe which does the big job of restoring the: 
European economy. If the passage to freedom with multi-lateral trade is 
to be serious work, foreign countries will have to control the domestic 
inflations, abolish the black markets, reduce their excessive subsidized 
consumption, cut down their inflated building and investment program 
which their resource structure unfortunately cannot support, provide 
greater production incentives by gradually moving toward a freer market 
economy, and expand their trade relations among one another along 
multi-lateral lines. To establish the institutional pattern under which this 
can be done, the greatest responsibility probably rests with us. I think 
that we must reconcile American agriculture and foreign-trade policies, 
abolish our own bilateral and tie-in loans (thereby permitting foreign 
countries to use the dollars we supply them wherever they wish), initiate 
multi-:ateral action on transportation subsidies, remove the discriminative 
legislation on ocean shipping, implement methods to check inflation, 
develop institutions which would help provide a high and stable flow of 
United States dollars, and thereby check the perverse tendency to any 
possibility of exporting unemployment. 


A Supplement on 


WORLD TRADE 


* 
WORLD PROSPERITY AND THE HAVANA CHARTER! 


THE establishment of the International Trade Organization, which 
inder the terms of the Havana Charter is expected to take place within 
he next year or two, will be an achievement in international co-operation 
without parallel in the history of world commerce. 

The delegates of 58 countries who met at Havana during more than 
our months of wearing debate achieved what the World Economic 
Sonference of 1927, and those of 1930, 1931, and 1933, could ‘not do. They 
igreed on a set of principles and a way of carrying them out to increase 
world economic prosperity and stability by removing trade barriers and 
sncouraging high employment levels. 

The Havana Charter, the text of which was accepted by the representa- 
ives of 53 nations on March 24, opens a new practical approach for 
woiding economic warfare, for promoting world.trade, and for raising 
he standards of living of all peoples. 


Provisions for Entry into Force 


The Charter is not yet binding on any of the 53 nations which signed 
he Final Act—a document which merely certifies that the text of the 
sharter is authentic. 

A set of provisions define the alternative ways in which the Charter 
night come into force and with it the International Trade Organization. 
tirst the Charter will enter into force sixty days after a majority of the 
ignatories of the Final Act ratify it. There were 53 signatories and 
herefore 27 ratifications would be required. It is further provided that if, 
yy March 24, 1949 this requirement has not been satisfied, then twenty 


1 Reprinted from the United Nations Bulletin, April 15, 1948. 
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ratifications would be adequate to bring the Charter into force. Finally i 
by September 30, 1949 even twenty ratifications have not been made, 
Secretary-General shall invite the governments which have ratified “t 
enter into consultation to determine whether and on what condition: 
they desire to bring the Charter into force.” 

When the Charter finally emerged on March 24, it had been thoroug 
ly revised to satisfy these representatives of countries which account fo; 
almost 90 per cent of the world’s trade. 

Some 500 delegates and advisers had taken part in its revision. T 
gether with the United Nations Secretariat and representatives of no 
governmental organizations, the total number of participants in the 
Havana Conference was 1,500. Approximately 800 formal meetings i 
volving 3,000 work-hours were needed to deal with fully 600 amen 
ments before the Charter was completed. 

In general terms, the Havana Charter has three purposes. First, it lays 
down concrete objectives, which, as they are progressively fulfilled, will 
ensure greater material prosperity, higher standards of living, and im: 
proved general well-being for all countries of the world. 

Second, the Charter defines a code covering the whole vast range of 
trading and commercial practices, distinguishing between what is bene: 
ficial and what is harmful. Member countries are obligated to foster 
beneficial commercial and trading practices, which lead towards in- 
creasing employment and the reduction of trade barriers. The Charter 
discourages, or forbids, harmful practices which restrict trade, retard the 
standards of living, and lead to economic warfare. 

Third, the Charter creates the International Trade Organization. ITO 
will be a new United Nations specialized agency, which will be related 
to the United Nations in the same way as the International Monetary 
Fund, the International Bank for Reconstruction and Development, and 
the Food and Agriculture Organization, for example. Unlike the Fund 
and the Bank, however, ITO will not be a banking agency nor will it 
have funds except such as are needed for its own administration. 

ITO will be a world organization of trading nations open freely to all 
countries. Its members undertake to pool their trading problems, to 
work towards the reduction of trade barriers, in large measure to use 
ITO for settling their trade disputes, and to accept the powers of ITO to 
enforce its decisions. In return, ITO will offer important trading privi- 
leges and advantages to its members. 
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Of necessity, the Charter is to a large extent a legal document in nature _ 
and in effect. Its language is often exceedingly technical. It lacks almost 
entirely the factual examples of its doctrines which could illuminate and 
clarify the meaning of the various articles as they are intended to operate. 

Apart from the section which sets up ITO, the Charter may be 
likened to a card index of trading practices between nations. Each prac- 
tice is evaluated as to whether it promotes or restricts the flow of trade. 
If it is restrictive, the practice is condemned. 

Some condemned practices, however, may be permitted temporarily, 
but usually subject to ITO control, in recognition of the special circum- 
stances of certain countries requiring special temporary protection to 
develop new industries or to rebuild after the devastation of the war. | 

ITO itself is created to administer this new trading code. It will be a 
court to which a member country wishing to break the rules must come 
to present its case. It will have the function of settling trade disputes. 
ITO will therefore be both an administrative and a judicial agency. On 
the judicial side, its members will be able to appeal on legal issues to the 
International Court of Justice. 

The general purpose of ITO is to apply in the commercial and eco- 
nomical sphere of international relations the principles of peaceful dis- 
cussion and settlement of differences. 

The main objective is a “balanced and expanding world economy.” 
ITO members pledge themselves to provide national and international 
action to contribute to such a world economy. 


Essential Conditions for Achieving Objective 


Three conditions are essential if the objective is to be achieved. There 
must be industrial and general economic development, particularly in 
the underdeveloped countries. For this purpose, there must be a flow of 
capital for productive investment. In other words, ITO recognizes that 
its aims cannot be achieved unless the underdeveloped countries get 
assistance. 

The second condition is that all countries must have access to mar- 
kets, products, and productive facilities which are needed for their pros- 
perity and development. Trade barriers which hinder the free passage of 
imports and exports from one country to another are therefore one of 
the main problems that concern ITO. To reduce tariffs and other general 
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trade barriers, which unduly favor domestic producers in relation to 
foreign suppliers, is therefore one of ITO’s objectives. 

Finally, ITO will help to solve trade problems by having an agreed 
set of rules which cover a multitude of factors affecting international 
trade, such as employment policies, economic development, commercial 
policy, international business arrangements, and commodity arrange- 
ments. 


The Charter’s Provisions 


The Charter groups its 106 articles into nine chapters. Six of the 
organization’s aims are stated in the first chapter: to help expand and | 
balance the world economy; to develop areas that are still in the early 
stages of industrialization; to give countries access to markets on equal 
terms; to reduce tariffs and eliminate other types of trade discrimination; 
to make it unnecessary for any country to impose restrictions on trade, 
and to promote the settlement of problems arising in international trade. 

According to these stated aims, what ITO will try to do is to expand 
world commerce, and thus the world’s standard of living for all people, 
by diminishing, rather than, as during the nineteen-thirties, increasing 
the restrictions placed on the exchange of goods between nations. These 
restrictions, it was generally recognized, were closely related to the de- 
cline of world trade during the inter-war years. 

Such conditions, the delegates at Havana realized, must not recur. But 
they recognized at the same time that this could be done only if the 
conditions which cause them are removed. Therefore, they incorporated 
in the doctrine of the ITO two parallel principles; one, the reduction and 
removal of trade barriers; two, the achievement and maintenance of full 
employment. 

Accordingly, each ITO member undertakes to maintain full and pro- 
ductive employment and to eliminate sub-standard conditions of labor. 

A full chapter is devoted to the need for economic development of the 
less productive countries, and describes how the expansion of their 
industries and agriculture and general production of export goods can 
be achieved with the minimum damage to world trade. In agreeing on 
the final text for this chapter, the Havana delegates overcame one of the 
most controversial issues of the Conference. 

The question was this: how are the underdeveloped countries to pro- 


THE NEW INTERNATIONAL INSTITUTIONS 


> COUNTRIES WITH 
SHORT-TERM LOANS 
TO STABILIZE DURING TEMPORARY 
EXCHANGE RATES: DISTURBANCES IN BALANCE 
OF PAYMENTS 


INTERNATIONAL BANK 
FOR RECONSTRUCTION & DEVELOPMENT 


FOR LONG-TERM 
INTERNATIONAL LENDING 
AND BORROWING FOR 


| | iS ; INDUSTRIAL DEVELOPMENT 


INTERNATIONAL TRADE ORGANIZATION 
(PROPOSED) 


TO ESTABLISH COMMON CODE 
OF TRADE PRACTICES — 

TO ELIMINATE UNHEALTHY 
PRACTICES 


20 THE UNIVERSITY OF CHICAGO ROUND TABLE 


WHERE OUR AUTOMOBILES COME FROM 


tect, if necessary, their young industries against the imports of similar 
goods from the older-industrialized countries, which have at their dis- 
posal mass production methods, impressive resources for financing, and 
modern salesmanship? The most effective method of protecting a young 
industry might be to set absolute limits on the amount of goods that may 
be imported, but this would negative the objective of eliminating restric- 
tions to the free flow of trade. 

The feeling of the underdeveloped countries was expressed at the 
opening of the Havana Conference by the leader of the Mexican delega- 
tion, Dr. Ramon Beteta, in these words: “All peoples long for industrial- 
ization because this is the road that leads towards higher standards of 
living. As long as we have not reached the stage where a man-hour is 
paid the same when applied to agriculture or mining as when applied to 
industry, all countries will continue to want to be manufacturers.” 

The compromise reached in the Havana Conference gave the less 
developed countries a limited freedom to use protective devises—such as 
import quotas and the forming of new preferential areas—in order to 
develop new industries and branches of agriculture. To benefit under- 
developed countries, countries reconstructing war damaged economies 
and countries with balance of payment difficulties, the Conference modi- 
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fied the rules designed to eliminate trade barriers of all kinds. The result 
was to give advance ITO approval for the use of a wide range of trade 
restrictions in order to protect their developing economies during a 
critical period. 

The Chapter which deals with Commercial Policy codifies for the first 
time in history the beneficial and harmful trade practices. It is virtually 
a complete charter in itself. It lays down the general principle of “most- 
favored-nation treatment” among all member countries. “Most-favored- 
nation treatment” means that whatever benefit a country extends to any 
country on tariff rates, customs treatment and related matters must be 
immediately extended to all other countries entitled to receive such treat- 
ment. The Charter specifies that this means all members of ITO. The 
effect of most-favored-nation treatment thus‘is to put all member coun- 
tries on an even footing, and to offer them mutual benefits. 

The Commercial Policy chapter sets forth rules for regulating trading 
practices and eliminating the use of improper restrictions on commerce. 
This chapter distinguishes between and makes allowances for all types 
of economies, so that countries which encourage private enterprise in 
foreign trade as well as those whose foreign trade is state controlled are 
srought within the scope of ITO. 
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It also provides for “escape clauses” which allow a country to adopt or’ 
maintain, in special circumstances, the kind of barriers to trade—import | 
quotas or tariff preferences, for instance—which ITO is pledged to re-. 


move or reduce. Without such clauses there would be no ITO, because 
some countries might conclude that the benefits of membership would 
damage their present prosperity or hinder their economic development. 

William L. Clayton, leader of the United States delegation, has phrased 
it in this way: “It is true that the Charter contains a great many excep- 
tions. But these exceptions are carefully defined. Many of them are 
temporary. All of them are limited in extent. No nation will be able to 
use any of them unless it satisfies the conditions upon which all nations 
have agreed. If it were not for the exceptions the Charter would not be 
practical. It is because it is practical that it can be expected to work.” 

The Charter also commits ITO members to promote unhindered multi- 
lateral trade, an ideal that the world is still far from reaching. A United 
Nations sub-commission in 1946, for example, reported that “the general 
position today is that inter-European trade is mainly conducted under 
bilateral agreements, while Czechoslovakia, Poland, and the Soviet 
specified values” between two countries only. The sub-commission’s data 
showed that the countries of western Europe had entered into bilateral 
agreements at least as often as those in eastern Europe. For instance, 
Sweden, Denmark, and Switzerland were trading under a total of 40 
bilateral agreements, while Czechoslovakia, Poland, and the Soviet 
Union had 33. 

Of the nations which participated in the Conference at Havana, only 
Argentina, Poland, and Turkey did not sign the Final Act authenticat- 
ing the text of the Charter. Among the nations which did not attend 
were the Soviet Union, Byelorussia, Ukraine, Yugoslavia, Rumania, 
Hungary, Bulgaria, which were invited, and Spain, which was not in- 
vited. Finland sent an observer only, and Iceland, which also accepted an 
invitation, did not send a representative. 

The Charter keeps the door open for non-members to join ITO at any 
time. It also provides that the members can continue with normal free- 
dom in trading with non-members. But, of course, the provisions for the 
most-favored-nation treatment and other arrangements to stimulate mul- 
tilateral trading would not apply to the trade with non-members. 

In order to promote multilateral trading, as an essential for achieving 
full production and full employment, ITO members agree under the 
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Charter to eliminate, by stages, preferential arrangements and the dis- 
criminatory use of quotas, to cite one instance. In this way, it is hoped 
that bilateral trading will be gradually replaced by multilateral arrange- 
ments. 

The Charter also commits members to a program of eliminating 
damaging business practices, including not only monopolies and cartels 
but price fixing, collusion in allocating customers, fixing production 
quotas, and suppressing technological developments. 

ITO itself will consist of a Conference in which all members are 
represented, an eighteen-member Executive Board, and such commis- 
sions as the Conference may create. Throughout the Organization, vot- 
ing will be by simple majority. 


Work of Interim Commission 


Because it is not expected that the Charter will enter into force before 
1949, an Interim Commission has been created and assigned the neces- 
sary tasks of paving the way for the effective functioning of ITO at the 
earliest possible date. These tasks include liaison duties with the Inter- 
national Court of Justice, studies concerning industrial and economic 
development, examination of the position of certain countries under the 
Charter, and preparation for the first conference of ITO. Eric Wyndham 
White is the Commission’s Executive Secretary. 

The signers of the Final Act do not believe they have solved the world’s 
economic problems, but they are confident that they have made an 
important start under difficult conditions in the world today. Summing 
up his views, Mr. Clayton, in the closing plenary meetings, said: “Each 
nation will surrender some part of its freedom to take action that might 
prove harmful to others, and each will gain the assurance that the others 

-will not take action harmful to it. 

“This may well prove the greatest step in history toward order and 
justice in economic relations, and for a great expansion in production, 
distribution, and consumption of goods throughout the world.” 


The following letters are representatwe of the views expressed by the Roun 
TasLe audience on “The Politics of Housing,’ broadcast July 18, 1948, with! 
Raymonp D. Situ, vice-president of the San Francisco Real Estate Board, ane 
Louis Wirtn, professor of sociology of the University of Chicago, as participants. 
The Rounp Taste has received over one thousand letters of comment on thts: 


pr ‘0 gr ‘am, 
Against Socialism 


First, however, please consider the fact 
that, like garlic, there is no such thing 
as a little socialism. Once the door is 
opened a little bit to control by the poli- 
ticians, the whole political structure soon 
falls prey to government, and a totali- 
tarian regime is in full swing. A vicious 
rent-control law is in a large part to 
blame for the housing shortage.—A lis- 
tener from Cleveland, Ohio. 


I listened to your broadcast on “hous- 
ing,” and the socialist, the educator, 
as usual, sounded as if he belonged in 
poor poverty-stricken socialistic Eng- 
land. How dare Mr. Hutchins employ 
that man to teach the young people of 
the United States?-—A listener from 
New York, New York. 


Houses Like Cars 


Why not build houses like cars so we 
can raise our children (future delin- 
quents as of today) in decency? We 
struggle all our lives to get a roof over 
our heads. My son, wife, and three-year- 
old boy live in a dining-room.—A 
listener from Chicago, Illinois. 


Need Smith’s Courage 


Your taxpayer is going to come to the 
end of his pay rope if we adhere to Mr. 
Wirth’s policy and neglect Mr. Smith’s 
advice. We must not crush private enter- 
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prise. We must not force the taxpayer! 
onto the relief roll! More of us need Mr. 
Smith’s courage and his common sense. 
—A listener from Phoenix, Arizona. 


Kennels . . . Booze 


We build kennels for dogs and stalls 
for cattle, but human beings like to plan 
and build for themselves. We like the 
joy of possession and the pride of owner- 
ship. We do not want our initiative de- 
stroyed by communistic ideas put into 
practice in our own country. .. . The 
quickest way to do away with slums is 
to do away with the cause, which is 
mostly liquor. During prohibition people 
built homes and were happy; now their 
money goes for booze and divorces.—A 
listener from Phoenix, Arizona. 
Willing 

Mr. Smith’s question of whether he is 
expected to help pay for the housing of 
the lower-income group is reminiscent 
of the questions asked when public edu- 
cation was first introduced. He is rather 
far behind the times. We happen to be- 
long to that very fortunate group that is 
exceptionally comfortably housed, a fam- 
ily of four in a six-room house, front and 
back yards, lovely residential street, and 
worth double what we paid for it. Yet 
my answer to Mr. Smith’s very selfishly 
motivated question is an unqualified 
“Yes.”—A listener from Chicago, Illi. 
nots. 
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New Deal Tripe 


Thank you for bringing a few things 
to attention of people regarding rent 
control. I was disgusted with Mr. Wirth’s 
‘srguments, all of which were New Deal 
-tripe.—A listener from Colorado Springs, 
‘Colorado. 

For Mr. Wirth 

Where is it possible to address Mr. 
Louis Wirth, who, to our mind, stated— 
in so far as radio would permit him— 
many of the things contributing to this 
housing shortage. We have just com- 
pleted the pilot model of a two-bedroom, 
914 sq. ft. house made of extruded alu- 
minum and glass to sell for $5,250 com- 
pletely erected—A listener from Holly- 
wood, Caltfornia. 


Can Get Along 


It’s not necessary to have all the mod- 
ern conveniences in a home if we can’t 
afford it. A three-, two-, or even one- 
room house would not cost very much, 
and people can certainly live in them if 
they can’t buy the high-priced dwellings. 
At the age of 72 I have never lived in a 
house with a bathtub in it, nor a furnace, 
nor electricity, and during the last 42 
years at my present home I know of no 
one within 16 miles who has had a bath- 
tub in their home. The nearest one was 
in town, the county seat in our county. 

“We are not lacking all the conveniences 
because we like it but because our in- 
come did not allow such expenditures, 
and we may have to get back to a more 
simple way of life and conduct. I have 
been raised up in a one-room house, and 
there was ten children in the family, all 
alive today, the oldest 74 and the young- 
est 52 years old, all healthy and all tax- 
payers, and none ever getting a penny of 
aid in any form, not even during the 


WPA period. I have raised six children 
myself, built the house we lived in on a 
homestead, a one room at first, then two, 
and three rooms, to end up with seven 
rooms in 1918. I did not get this done by 
working a forty-hour week, but sixty to 
ninety hours a week at long periods of 
time depending on the daylight and 
piece work mostly in timber-cutting, but 
from 15 cents per hour to 35 cents, the 
highest perhaps averaging 20 cents. 

If the federal government should be 
under any obligation to provide funds 
or to build homes for the low-income 
groups, it should then also be the duty 
of the same government to supervise the 
income of such groups, to prevent any 
spending for intoxicants or on any kind 
of spending for pleasure not needed, and 
that may include the use of tobacco in 
all forms, pleasure trips with automo- 
biles covering thousands of miles in a 
couple of weeks—even the ownership 
of cars may be prohibited.—4 listener 
from Baudette, Minnesota. 


Sensible and Concise 

Your program, in my estimation, is a 
most sensible and concise explanation of 
the housing problem. Anyone in doubt 
as to the real reason for the Republican- 
controlled Eightieth Congress’ refusal to 
pass the Taft-Ellender-Wagner Housing 
Bill would certainly know the reason. 
... We are open-hearted enough to give 
billions of dollars to our friends across 
the seas but not a dime to relieve the 
distress of our own people.—A listener 
from Hollywood, California. 


Exasperated 


Too many of your University of Chi- 
cago professors drop into a know-it-all 
attitude. Possibly they do have the an- 
swer on every subject, but to make their 
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opinion of themselves obvious in manner 
and voice may be irritating to some lis- 
teners....1 derive my income from a 
lumber mill. The more housing built, 
the more lumber sold. So, from that 
standpoint, I ought to have lined up 
with Wirth. But his manner and voice 
were so exasperating to me that all I got 
out of the argument was the decision to 
write this letter—A listener from Eu- 
gene, Oregon. 


We Liked It 


For many years your program has 
been a favorite with me. Today’s pro- 
gram was especially well done by the 
two men.—A listener from Los Angeles, 
California. 


We should like to express our sincere 
appreciation for the fine programs you 
bring to the American radio audience 
every Sunday. I hope we shall be priv- 
ileged to hear many more in the future. 
—A listener from Ames, Iowa. 


Congratulations on a wonderful pro- 
gram discussion on Public Housing. It 
is one of the most comprehensive reports 
to the nation on this critical matter.—A 
listener from St. Paul, Minnesota. 


I consider your debate on public hous- 
ing and associated problems one of the 
most stimulating discussions I have 
heard on the subject—A listener from 
Princeton, New Jersey. 


Who Won? 


It certainly is inspirational to all pro- 
gressive citizens to listen. to such discus- 
sions as today when you so substantially 
“squelched” Mr. Smith of the Real Es- 
tate interests. More power to your clear 
and quick thinking on public issues—A 
listener from Sidney, Indiana. 


I went along 100 per cent with you 
views, and I thought Mr. Smith’s argu: 
ments weak and inadequate. In fact, 1 
was so impressed with the discussio: 
that I sat up until 2:00 a.m. Monda 
composing a letter to my congress; 
man.—A listener from. Staten Island, 
New York. 


The program was very interesting, , 
and I certainly wish we had more men) 
like the sociologist in Washington.—A | 
listener from Ann Arbor, Michigan. 


Mr. Wirth, please open your eyes, view 
without prejudice the spectacle of so 
cialistic Britain dependent on free-enter- 
prise United States before recommend- 
ing such a program for us.—A listener 
from Los Angeles, Caltfornia. 


Who will make the money which you 
[Wirth] propose to squander on your 
socialistic schemes?—A listener from 
Chicago, Illinois. 


I think our friend from California, 
opposing too much federal nonsense, is 
on the right track.—A listener from 
Scottsburg, Indiana. 


Common Man Stymied 


May I commend Mr. Wirth of the 
Rounp Taste discussion on “Housing” 
today on his straightforward and intel- 
ligent statements in defense of the wel- 
fare of the people who have, for so long, 
suffered from the housing conditions. 
I believe if more people realized the true 
aspect of the problem there would be no 
room for the selfish arguments and ac- 
tivities of the building and real estate 
interests. But the common man seems 
to be stymied in solving the problem at 
present—A listener from Los Angeles, 
California. 
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Social Question? | 


I note that Mr. Smith of the Real Es- 
tate Board thinks this is a social ques- 
tion, not a housing question. It is more, 
it is social, economic, and political, all 
in one.—A listener from Chicago, Illi- 
nois. 


Unfit for Animals 


It is too bad that Mr. Smith is not able 
to visit Washington, D.C., to see how 
not only veterans but also government 
workers are living under all kinds of 
conditions and paying high rentals for 
living quarters unfit for animals to live 


in.—A listener from Washington, D.C. . 


Against Wirth 

If the nation’s “thinkers” see the only 
remedy is socialism or “Government 
do all,” why is it Europe has failed in 
its socialism and now depends on the 
United States for its existence?—A is- 
tener from Glendale, California. 


I am writing to approve, 100 per cent, 
of the position which you [Mr. Smith] 
took. ...I haven’t found so much 
wrong with OPA regulations. But the 
administration of same has been the 
most shameful and disgraceful phase of 
American democracy. First, there are 
probably more vacant houses in Phoenix, 
and the Valley of the Sun than there 
are houses which are occupied by tenants 
today. The houses and apartments which 
are vacant today are those which have 


been under rent control and the amount 
which the owners were allowed to 
charge for them has been so small that 
they could positively not afford to keep 
them in decent repair. True they are 
allowed, perhaps, to increase their rent 
if they make needed repairs, but how 
do they know that by the expiration of 
the present rent-control law another will 
not be passed which will re-establish old 
prices regardless of any and all protests. 
Such was exactly what happened to 
me.—A listener from Phoenix, Arizona. 


Against Smith 

As a veteran and small businessman, 
I was deeply shocked at the complete 
lack of social responsibility displayed by 
the spokesman for the real estate inter- 
ests.—A listener from New York City. 


Do you mean to infer that it’s wrong 
for our government to get behind a pub- 
lic housing program financially ... when 
we spend billions for European relief? 
—A listener from Des Moines, lowa. 


As you see, I am in the real estate busi- 
ness but feel nothing but shame and 
contempt for the actions and attitude of 
the National Association of Real Estate 
Boards. Their policies, as long as I have 
known them, have been stupid, short- 
sighted and motivated almost wholly by 
unenlightened self-interest—A listener 
from Wilton, Connecticut. 
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